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Which tax is most often the subject non-






























































































0 10 20 30 40 50 60
Evasion of fines, etc., non-compliance penalties
Faster service/procedure
Faster VAT refunds
Non-reporting of detected non-compliance
Unlawful VAT refunds
Tax evasion
Delaying tax audit until non-compliance evidence corrected
Condoning documentary fraud
Divulgence of inside information
DK/NA














0 10 20 30 40 50 60 70
Unlawful VAT refunds
Evasion of fines, etc., non-compliance penalties
Sales with out cash register/receipts
Tax evasion
Condoning documentary fraud
Buying appointments to official positions
Divulgence of inside information
Disruption of collection proceedings
Unfair competition









































































































































































































































































































































































































































































0% 20% 40% 60% 80% 100%
In most cases In some cases Rarely Never DK/NA
Prefer to offer a bribe than
stand by their legitimate rights
Are unaware of their rights and duties
Think a bribe or gift can buy them anything
Have inappropriate attitude to,
and disrespect for, tax officers
Are dissatisfied with the level of service
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a favour or a gift






Yes, in view of tax
officers' low salaries
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VAT 40 – 20
Supplier B
VA 1000
VAT 240 – 40
Supplier
(phantom)
Suppliers C, D, E... whose role is to
“inflate” the value added of the phantom
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DP = 650 
VA = 10
TL =132
DP - Delivery Price
VA - Value Added
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(a) Non-VAT-Registered Supplier A delivers goods worth 1,000 to Intermediary/Decoy B. The supply is VAT-
exempt.
(b) Supplier B adds value of 100 and resells the goods to Scheme Organiser O at 1,320 gross, of which 220 goes
to B’s VAT account. Thereby, O is entitled to claim a tax credit of 220.
(c) B draws down its VAT account by transferring 220 to C’s VAT account in respect of goods (rapidly market-
able) purchased from it at 1,100 net.
(d) The goods purchased from C are rapidly placed on the cash market, the VAT on them going straight into the
organisers’ pockets.
Evasion Scenario
(220 of budget revenue lost)
Unlawful Refund Scenario
(440 + of budget revenue lost)
(e) Scheme Organiser O sells
the primary goods on the
domestic market, charg-
ing VAT of 220, which it
does not pay as it is ex-
actly offset by its tax
credit. The net result is
that, being owed VAT of
440 (220 on the primary
supply and as much on
the auxiliary supply), the
Treasury only gets 220–
from C’s VAT account in
respect of the auxiliary
supply.
(e) Scheme Organiser O exports the primary goods, charges the zero VAT rate
on the export transaction, and receives a cash refund of 220 in respect of
its tax credit. The net result is that, being owed VAT of 440 (220 on the
primary supply and as much on the auxiliary supply), they Treasury gets
naught. The 220 it does receive from C’s VAT account in respect of the
auxiliary supply is exactly offset by the cash refund in respect of O’s ex-
ports. Or–
(f) Scheme Organiser O exports the primary goods on paper, charges the zero
VAT rate on the export transaction, and receives a cash refund of 220 in re-
spect of its tax credit, while in reality, it adds value of, say, 500 and sells the
goods domestically for unregistered cash. The net result is that, being owed
VAT of 540 (a total of 320 on the two primary supplies and 220 on the aux-
iliary supply), the Treasury gets naught. The 220 it does receive from C’s
VAT account in respect of the auxiliary supply is exactly offset by the cash
refund in respect of O’s exports. Or–
(g) The same loss effect of 540 is produced if Scheme Organiser O has a genu-
ine foreign buyer ready to accept the goods at an invoice price lower than
the actual one (which a foreign buyer might have the incentive to, consid-
ering that based on the destination rule it would save VAT on imports). In
this case, Scheme Organiser O avoids the costs and risks of selling the pri-
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Mar. 03 Jun. 03 Nov. 03 Feb. 04 Apr. 04
Customs 62.4 59.5 55.6 59.2 64.4
Courts 36.7 36.4 32.1 34.8 38.3
Ministry of Home Affairs 20.4 24.9 27.8 23.1 25.1
Health Care 18.3 17.9 16.6 18.9 22
Health & Sanitation, etc. Permitting 22.1 20.6 16.2 18 18.8
Parliament/MPs 24.2 19.5 20.7 21.2 17.2
Government/Ministers 20.1 19.2 18.5 18.9 16.5
Tax Administration 12.1 17 10.7 13.6 16.1
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December March June November February April
2002 2003 2003 2003 2004 2004
Yes Base
Customs Officers 34.2 249 31.9 182 35.6 163 39.6 144 37.7 212 43 165
Police Officers 32.9 320 26.7 288 27.3 278 30.9 265 31.6 307 33.1 278
Physicians 33.2 363 21.7 345 20.1 319 27 319 31.3 358 31.3 345
Lawyers 24.5 14.4 187 12.8 196 14.3 168 16.7 198 28.8 139
Local Servants 29.6 356 22.5 334 20.9 316 21.9 306 24.8 379 23.2 332
Judges 12.2 181 11.1 126 6.9 131 9.6 114 13.4 112 19.4 93
Tax Officers 21.9 356 18.3 361 17 348 23.8 344 18.4 396 17.8 371
Mayors/Local Councillors 17.6 225 12.7 212 12.3 212 8.6 186 15.9 245 17.3 196





























































































































































































































































































































































































































































































































































(% of "Most or almost all," "Few," "None" responses
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Same across functional areas
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